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REPORT OF TBE BOARD

PIMDIMQS AMD ORDER

1. Mearins Date and Place: This matter came on for final hearing
before the virginia Qas and oil Board (hereafter "Board" ) at 9:00 a.m. on
Decem)twLr 19, 2800, Southwest Virginia Higher Education Center, Camyus of
Virginia Highlands Community College, Abingdon, Virginia.

2. Aseearances: Nark swarts, Esquire, of swartx 6 stump, L.c.,
appeared for t'e Applioant and the Unit Operator. Sandra Riggs, Assistant
AttorLLey General, was present to advise the Board.

3. Gurisdiction and Notice: Pursuant to Va. Code 55 45.1-361.1 et
~se ., the Board finds that it has jurisdiction over the subject matter. Based
upon the evidence presented by Applicant, the Board also finds that she
Applicant has (1) emercised due diligence in conducting a search of the
re 'y available sources to determine the identity and whereabouts of gas
and oil owners, coal owners, mineral owners and/or potential owners, i.e.,
persons identified by Applicant as having ("Owner" ) or claiming ("Claimant" )
the rights to Coalbed Methane Gas in all coal seams below the Tiller Seam,
including the Upyer Seaboard, Greasy Creek, Middle Seaboard, Lower Seaboard,
Upper Norseyen, Niddle Horsepen, war creek, Lower Morsepen, Pocahontas Mo. 9,
Pocahontas Mo. 8, Pocahontas Mo. 7, Pocahontas Mo. 6, Pocahontas Mo. 5,
Pocaho(Ltaa Mo. 4, Pocahontas No. 3, Pocahontas Mo. 2 and various unnamed coal
seams. coalbeds and rock strata associated therewith (hereafter "Subject
FormatlLon") in Subject Drilling Unit underlying and comprised of Subject
AandsL (2) reyresented it has given notice to those parties (hereafter
sometimes "person(s)" whether referring to individuals, corporations,



partaerships, associations, companies, businesses, trusts, joint ventures or
other )egdl entities) entitled by Va. Code 5$ 45.1-361.19and 45.1-361.22, to
notice of Che Ayylication filed herein; aad (3) that the parsons Set forth in
Exhibit B-3 h(aceto are persons ident if ied by Applicant through its due
diligence who may be owners or claimants of coalbed Nethane Gas incerests in
subjgdc Formation, in subject Drilling Unit un'derlying and ccmqsL'ised of
subj Set Lands, who have not heretofore agreed to lease or sell to the
Applicant sad/or voluntarily yool their Qas interests. conflicting Gas
owners/claimants in subject Drilling Unit are listed on Exhibit E. purther,
the Board has caused notice of this hearing to be published as required by Va.
Code'IRna; 5 45.1-361.19.B.Whereupon, the Board hereby finds that the notices
giveW herein satisfy all statucory requirements, Board rule requirements and
the minimum standards of state due process.

4. Amendments: None.

5. Dismissals: None.

6. Relief Recueeted: Applicant requests (1) that pursuant to Va. Code
5 45.1-361.22, includiag the ayplicable portions of Va. Code 5 45.1-361.21,
the Board yool all the rights, interests and estates in and to the Qas in
subject Drilling Unit, including the pooling of the interests of the
Ayylicaat, the Unit Operator, and of tbe known and unknown parsee)s named in
Exhibit B-3 hereto and that of their known and ucdcnowa heirs, esmcutors,
admin((.strators, devisees, trustees, assigas and successors, both immediate and
remotS, for the drilliag and operation, iacludiag production, of Coalbed
Nec)smhe Qas, produced from or allossted to the subject Drilling Unit
estebjlis)m)d for the subject Formation uadccfiyiag and comprised'f chs subject
Lands (~fter sometimes colleccivsiy ~tified and referred to as "well
devel'nd/or oysration in ths S()bjacit Drilling Unit" ), aad (2) that the
Board ds'migaate coNSoL Inc. as Unit operator.

7. Relief Granted: The Applicant's requested relief in this cause be
and h8reby is grinted: (1) Pursuant Co Va. Code 5 45.1-361.21.C.3,CONSOL Inc.
(herein "Oyerator4 or "Unit Oyerator') is designated as the Unit Operator
authorise& to drill aad operate coalhad Nethane Gas wall(s) in the subject
Drillgng Unit at the locacicn depicted on the plat attached hereto as Emhibit
A, subject to the permit provisions contained in Va. Cods 5 45.1-361.27 et
~se .c to the Oakwood Coalbed Nethane Qas PieM I Order OGCS 3-90, dated Nay
18, 1990, as amended; to 5 4 vAc 25-150 et ~se ., Qas and oil RegulmtionsI aad
to 55 4 VAC 25-160 et sag., Virginia Qas aad Oil Board Regulatioas, all as
amended from time to time, and (3) all the interests and estates in and to the
Gas in Subject Drilling Unit, including that of the Applicant, the Unit
Operator, and of the known and unknown persons listed on )bchibit B-3, attached
hereto and made a part hereof, and their known and unknown heirs, executors,
administrators, devisees, trustees, assigns and successors, both immadiate and
remote, be and hereby are pooled in the subject pormation in the subject
Drilling Unit underlying and comprised of the Subject Lands.

Subject
Formation

All coal-
beds and
coal m96(as
below the
Tiller
Seam, in-

Unit siss

Ayyrcncima-
taly 80-
acre square
drilling
unit

Permitted
well Location (8)

Well CSN-E26
(herein "Well" )
located in Unit
E-36 at the lo-
caCion deyicted
on the plat

Field and
Well Classification

Oakwood Coalbed
Gas Field I
for Coalbed Nethane
Qas Produced in
advance of mining
including Gas

Order
Number

OGCS-
3-90 as
amend-
ed,
(herein
"Oakwood



80011 ~NCAA

cludling,
but not
limited to
Uppers Sea-
board, greasy
creek, Biddle
Seaboard, Lower
Beab9ard, Upper
Horsapen, Middle
Bors~, War
Creek, Lower
Horsgpsn, Pocahon-
tas Sos. 9, 8, 7,
6, 5, 4, 3, 2 and
various, unnaee4
seams and associated
rock strata

attached here-
to as RWhibit
A drilled on

from an Addition-
al Wells Authorised
Pursuant to Va.

June e 5 45.1-361.20
pursuant to per-
mit 83415 to an
estimated depth 5of 1,834.81
feet

I Pield
Rules" )

Por the 8ubject Drilling Unit
underlying and comprised of the Subject

Land refezred to as:

Unit Number 8-26
Buchanan County, Virginia

pursuant to the Oakwood I Field Rules, the Board has adopted the
folloming method for the calculation of production and revenue and allocation
of allowable costs for the production of Coalbed Methane Gas.

por pzac well Qss. - Gas shall be produced from and allocated to only
the 80-acre drilling unit in which the Wells are located according to
the undivided interests of each Owner/Claimant within the unit, which
un4ividsd interest shall he the ratio (expressed as a percentage} that
the ameunt of mineral acreage within each separate tract that X4 within
tbs Subject Drilling Unit, when platted on the surface, hears to the
total mineral acreage, when platted on the surface, camtained within the
entire 80-acre drilling unit in the manner set forth in ths ~ I
Pield Rules.

8. Blection and Slectioa Period: In the event any Owner or Claimant
named in Sxhibit B-3 bdreto deme not reach a voluntary agreement to share in
the operation of the well located in tbe Subject Drilling Unit, at a r4ite ofpa~t mutually agreed to hy said Gas owner or clai,mant and tbe Applicant or
the Unit Qperatoz, then subh pezscn named may elect one of the options set
forth in parsgrapgi 9 below and 468st give written notice sf his election of the
option selects4 un4ez paragrstph 9 to the designated Unit operator at the
a '

shown below within thirty (301 days from the date this Order is
recor4ed in the county above named. A timely election shall be 4semsd to have
been made if, on or before the last day of sai4 30-day period, such electing
persop hss delivered his written election to the designated Unit Operator at
the address shown below or has duly postmarked and placed its written election
in fi&st class United States sail, postage prepaid, addressed to the Unit
Operatlor at the address shown below.



9. Election Ontioas:

9.1 Option 1 - To Particinabs In The Development and Operation of the
Drillins Unit: Any gas ownez or claimant named in Eghibit s-3 who
does not reach a voluntary agreemeat with the Apylicant or the Unit
Oyezater may elect to participate in the develcyment and operation of
the sub ject Drilling Unit (hereaf ter "participating operaeer"" ) by
agreeing to pay the estimate of such Participating Operator '

proyortionate part of the actual and reasonable coats of the
develcSXseat coatemylated by this Order for Oas produced pursuant to
the I Field Rules, including a reasonable suyervision tee, of
the wall development and operation in the Subject Drilling Unit, as
more yaz'ticularly set forth ia virginia oas and oil soazd Regulation
4 VAC 28-160-100 (herein "Completed-for-Production Casts" ). Purther,
a Participating Oyezator agrees to pay the estimate of such
Participating Oyeratoz's proportionate part of the ~lated-for-
production Cost as set forth below to the Unit Operator within forty-
five (45) days trcm the later of the date of mailing or the date of
recordiag of this Order. The Completed-for-Production Cost for the
Subject Drilling Unit is as follows:

Completed-for-Production Cost: $238,440.20

A Participating Operator's pmyortionate cost hereunder shall be the,
result obtained by multiplying the Particiyating Operators'Pement of
Unit" times the completed-foz-production cost set forth above. provided,
however, that in the event a participating operator elects to
particiyate and fails oz refuses to pay the estimate of his
proportionate yart ot the Completed-for-Production Cost as set forth
above, all withia the time set torth herein and in the maaaer prescribed
in paragraph 8 of this order, then such particiyating oyezatdr shall be
deemed to have elected aot to participate and to have elected
ccmyensation in lieu of participation pursuant to Paragrayh 9.2 herein.

9.2 Oaten 2 - To Receive A Cash Scans Consideratimac In lieu of
ici'pating in the wsII develoyment and operazgoa of subject

Dzilling Unit under Parag'rayh 9.1 dbove, any gas owner or claimant
named in Exhibit B-3 hereto who does not reach .a voluntary
agreement with the Ayylicant or Unit oyerator may elect to accept
a cash bonus consideratioa of $1.00 per net mineral aczm owned by
~uch person, commencing upon entry of this Order and continuing
annually until cocmneacemeat of production from Subject Drilling
Unit, and thereafter a royalty of 1/8th of 8/Sths [twelve and one-
half percent (12.5%1) of the net proceeds received by the Unit
Oyerator for the sale.of the Coalbed Methane Gas pzoduced from any
Well development aad oyeration covered by this Order multiplied by
that person ' percent of Unit or proyortional share ot said
yrcxluction [for purposes of this Order, net proceeds'hall be
actual proceeds received less post-ymductioa costs incurred
downstream of the wellhead, including, but not limited to,
gathez'iag, compression 'treating, 'transportation aad marbeting
costs, whether performed by Unit oyerator or a third ymrssn] as
fair, reasonable smd 84(uitable cemyeasation to be yaid, te said Oas
owner or claimant. The initial cash boaus shall become due and
owiag when so elected and shall be tenders&, paid oz'sczcwed
within sixty (60) days of recording of this Order. Theres)fter,
annual cash bonuses, if any, shall become due and owing on each
msaiversazy of the date of recording of this order in the event



production from Subject Drilling Unit has not theretofoze
caaasanced, and ance due, shall be tendered, paid oz escrowed
within sixty (60) days of said anniversary data. Once the initial
cash bonus and the annual cash bonuses, if any, are so paid or
escrowed, subject ta a final legal determination oi ownership,
said pa)ms)nt(s) shall be satisfaction in full for the zight,
interests, and claims of such electing person in and ta the Qas
produced from subject pormation in the subject Lands, except,
however, for the I/8th royalties dua hereunder.

Subject to a final legal determination of ownership, the election
made under this paragraph 9.2, when so made, shall be satisfaction
in full for the right, interests, and claims of suah electing
person in any well dsveleymsnt aind aysratioa ccwsrs4 hmzs0)p an&
such electing passen s)apl'e deemed to and hereby doss lssss and
assign, its rfght, interests, and claims in'nd to tha Qas
yra4uced from subject pormation in the subject Drilling Unit to
ths Ayylicant.

9.3. Qmbfon 3 - To Share In Ths Devalacment An4 Onerat,ian As A Won-
pirtfcfnatfna,pbrson Qn A carried Essis Ac)4 ga Receive
cansi4srmtian In Lieu of cash: In lieu of participating in the
development and operation df Subject Drilling Unit under paragraph
9.1 above'nd in lieu of receiving a cash bonus consideration
under Paragraph 9.2 abave, sny Qas Owner or Claimant named in
Exhibit B-3 hereto wbo does nat reach a voluntary agewaamt with
the Applicant or Unit Operator may elect to share in the well
devslayment and operation in Subject Drilling Unit on a carried
basis (as a "Carried Well Qyarator") so that the yrsyartiamate
part of the completed-far-Production cost hsrsbP allacabls ta such
carried well operator's interest is charged against such carried
Well Operator's share af production fram Subject Drfblfng Unit.
such carrfed well oyerator' rights, interests, and cldima in and
to the Qas in subject Drilling Unit shall he deemed and hsreby are
assigned to the Ayylicant until the proceeds fram ths sale cC such
carried well Operator's share of yxaductfaa fram (h)bject Drilling
Unit (exclusive of any royalty, excess or ovarr fdff)g rm()talty, or
other nan-oyerating or non obst-bearing burden reserved in any
lease, ass~ thereof ar agreemsnt reldting thereto dovsring
such interast) eguals three hundre4 percent (3000) fbr a leased
inter'est or two hundred ysrcent (200%) I'or an umlsass4 fnterast
(whf~vsr is aypliasbls) of dash carried well operator",s share of
the Camylsted-for-Pra4uct ion cost allocable to tha interest of
such carried well oysrsbar. Ehsn the Ayyli cant ~ and
recovers from such cazrisd well operator's assigned interest tbe
amounts prov'fdad for abave, then, the assigned interest of such
carried well oyeratsr shall automat fcally revert bmcg to such
Carried Well Operator, and from and after such revsrsioa, such
Carried Well Operator shall be treated as if it had yartfcfyated
Iaftfally under Paragraph 9.1 abave; and tbermaf csr, such
particiyating perean shall be chargs4 with and shall pay his
prayartionats yert of all further casts of such well development
and operation.

Subject to a final legal determination of ownership, the election
made under this Parayrayh 9.3, when so made, shall be satisfaction
in full for the rights, interests, and claims of such'leeting
person in any well development and operation covered hsrsbr and
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such electing parson shall be deemed to have and hereby does
assign its rights, interests, and claims in and to the Qas
produced from Subject Formation in the Subject Drilling Unit to
the Applicant for the period of time during which its interest is
carried as above provided prior to its reversion back 'to such
electing person.

10. Failure to Pronerlv Elect: In the event a person named in Exhibit
B-3 hereto does not reach a voluntary agreement with the Applicant or Unit
Operator and fails to elect within the time, in the manner and in accordance
with the toms of this Order, one of the alternatives set forth in Paragraph 9
above for which his interest qualifies, then such person shall be deemed to
have elected not to participate in the proposed well development and operation
of Subject Drilling Unit and shall be deemed, subject to a final legal
determination of ownership, to have elected to accept as satisfaction in full
for such person's right, interests, and claims in and to the Qas the
consfjderation provided in Paragraph 9.2 above for which its interest qualifies
and shall be deemed to have leased and/oz assigned his right, interests, and
claims in and to the Qas produced from Subject Formation in the Subject
Drilling Unit to the Applicant. Persons who fail to properly elect shall be
deemed, subject to a final legal determination of ownership, to hawe accepted
the Compensation and terms set forth herein at Paragraph 9.2 in satisfaction
in full foz the right, interests, and claims of such person in and to the Qas
produced from the Subject Formation underlying Subject Lands.

11. Default Ev Particiwatins Person: In the event a person named in
Exhibit 8-3 elects to participate under paragraph 9.1, but fails or refuses to
pay, to secure the paysmnt or to make an arrangement with the Unit Operator
for the payment of such person's proportionate part of the Cceyleted-for-
production cost as set forth herein, all within the time and in tM manner as
prescribed in this order, than such person sEall be deemed to have withdrawn
his election to participate and shall be deemed to have elected to accept as
satisfaction in full for such person's right, interest, and claims in and to
the Qas the consideration provided in paragraph 9.2 above for which his
interest qualifies depending on the excess burdens attached to such interest.
Whereupon, any cash bonus consideration due as a zesult of such deemed
elactfon shall be tendered, paid Or escrowed by Unit Operator within one
hundred twenty (120) days after the last day on which such defaulting person
under this Order should have paid his proportionate part of such cost or
should ha've made satisfactory azzangamants for the payment thereof. when such
cash ~us consideration is paid or esczowed, it shall be satisfaction in full
for the right, interests, and claims of such person in and to the Qas
underlying Subject Drilling Unit in the Subject Lands covered hereby, except,
however, for any royalties which would become due pursuant to Paragraph 9.2
hereof.

12. Assigmment of Interest: In the event a person named in Exhibit B-
3 is unable to reach a voluntary agreemant to share in the operation of the
wells contemplated by this Order at a rate of payment agreed to mutually by
said owner or claimant and the Unit operator, and such person elects or fails
to elect to do other than participate under Paragraph 9.1 above ia thew welldevel~t and operation in Subject Drilling Unit, then subject to a final
legal determination of ownership, such persian shall be deemed to have and
shall have assigned uEto Applicant such person's right, interests, and claims
in amf to said Wells, and other share in production to which suoh person may
be entitled by reason of any election or deemed election hereunder in
accordance with the provisions of this Order governing said election.
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13. Unit Onerator (or Operator): CONSOL Inc. be and hereby is

designated as Unit Operator authorifed to drill and operate the well in
subjNct Formation in subject Drilling Unit, all subject to the permit
provisions contained in va. code 55 45.1-361.27 et saiL; 55 4 vAc 25-150 et
seg., Qas and Oil Regulations; $$ 4 VAC 25-160 et seg,, Virginia Qas and Oil
Boar(I Regulations; the Oakwood Coalbed Gas Field I Order OGCB 3-90, all as
amended from time to time, and all elections required by this Order shall be
ccmmLunicated to Unit Operator in writing at the address shown below:

CONSOL Inc.
P. O. Box 947
Blusfisld, VA 24605
Phone: (540) 988-1016
Fax: (540) 988-1055
Attn: Lsslie K. Arrington

14. Commencement of Operations: On tune 5, 1997, the Unit Oyerator
dri.lied the Well within the subject Drilling Unit. Unless sooner terminated by
Order of the Board, this Order shall expire at 12:00 P.N. on tha date on which
all the wells ars permanently abandoned and plugged.

15. Omerator's Lien: Unit Operator, in addition to the other rights
afforded hereunder, shall have a lien and a right of set off on the Gas
estates, rights, and interests owned by any parson subject hereto who elects
to participate under Paragrayh 9.1 in ths Subject Drilling Unit to the extent
that costs incurred in tha drilling or speration on the Subject Drilling Unit
are chargeable against such parson's interest. Such liens and right, of sat
off sball be seyarable as to each separate person and shall remain lien ~ until
the Unit operator drilling or operating any of the wells has bean paid the
full amounts due under the terms of this Order.

16. Escrow Provisions:

The Unit Operator represented to the Board that there are no
unknown or unlocatable claimants in Subject Drilling Unit whose payments are
subject to the provisions of Paragraph 16.1 hereof; and, as reflected on
Exhibit B-3 hereto, tha Unit Oyerator has reyresanted to the Board that there
may be conflicting claimants in Subject Drilling Unit whose payments are
subject to the provisions of Paragraph 16.2 hereof. Therefore, unless and
until otherwise ordered by the Board, the Escrow Agent named herein or any
successor named by ths Board is not required to establish an escrow account
for svbject Drilling Unit, or to receive and account to tha Board pursuant to
its agrsssmnt for the escrowed funds hereafter described in Paragraphs 16.1
and 16.2:

First Union National Bank
Coryorate Trust PA1328
123 South Broad Street
Philadelphia, PA 19109-1199
Telephone: (215) 985-3485 or (800) 665-9359
Attention: Don Ballinghoff

16.1. Escrow Provisions Por Unknown or Unlocatable Parsons: If any
payment of bonus, royalty payment or other payment due and owing
under this Order cannot be made because the person entitled
thereto cannot be located or is unknown, then such cash bonus,
royalty payment, or other payment shall not ba ccxmaingled with any
funds of the Unit Operat'or and, pursuant to Va. Code Ann. 5 45.1-



361.21.D, said sums shall be deposited by the Unit Operator into
the Escrow Account, ccamencing within one hundred twenty (120)
days of recording of this Order, and continuing thereafter on a
mnthly basis with each deposit to be made, by use of a report
format approved by the Inspector, by a date which is no later than
sixty (60) days after the last day of the month heing reported
and/or for which funds are being deposited. Such funds shall be
hald for the exclusive use of, and sole benefit of the person
entitled thereto until such funds can be paid to such person(s) or
until the Escrow Agent relinquishes such funds as required by law
or pursuant to Order of the Board in accordance with Va. Code 5
45.1-361.21.D.

16 2 Escrow provisions Por Conf lictino Claimants: If any payment of
bonus, royalty payment, proceeds in excess of ongoing operational
expenses, or other payment due and owing under this Order cannot
be made because the person entitled thereto cannot b'e made certain
due to conflicting claims of ownership and/or a defect or cloud on
the title, then such cash bonus, royalty payment, proceeds in
excess of ongoing operational expenses, or other payment, together
with Participating Operator's Proportionate Costs paid to Operator
pursuant to Paragraph 9.1 hereof, if any, (1) shall not be
commingled with any funds of the Quit Operator; and (2) shall,
pursuant to va. code Ann. $$ 45.1-361.22.A.2, 45.1-361.22.A.3 and
45.1-361.22.A.4, be deposited by the Unit Operator into the Escrow
Account within one hundred twenty (120) days of recording of this
order, and continuing thereafter on a monthly basis with each
deposit to be made, by use of a report format approved by the
Inspector, by a date which is no later than sixty (60) days after
the last day of the math heing reported and/or for which funds
are subject to deposit. Such funds shall be held for the
exclusive use of, and sole benefit of, the person entitled thereto
until such funds can be paid to such person(s) or until tbe Escrow
Agent relinquishes such funds as required by law or pursuant to
Order of the Board.

17. Smecial Findinos: The Board specifically and specially finds:

17.1. Applicant is a Virginia general partnership ~sed of
Appalachian Operators, Inc., and Appalachian Methane, Inc., who are
indirect wholly owned subsidiaries of COSSOL Energy, Inc. Applicant
is duly authorised and qualified to transact business in the
Coamonwealth of Virginia;

17.2. CONSOL Inc. has accepted Applicant's delegation of authority to
explore, develop and maintain the properties and assets of Applicant
now owned or hereafter acquired, has agreed to explore, develop and
maintain the properties and assets of Applicant, and has consented to
serve as Coalbed Methane Gas Unit Operator for Sub]ect Drilling Unit
and to faithfully discharge the duties imposed upon it as Unit
Operator by statute and regulations>

17.3. CONSOL Inc. is a Delaware corporation duly authorised to transact
business in the Ccwmsonwealth of Virginia, is an operator in the
consaenwealth of virginia, and has satisfied the Board's requirements
for operations in Virginia<



17.4. Applicant, Buchanan Production Company, claims ownership of gas
leases, Coalbed Nethane Gas leases, and/or coal leases representing
70.15 percent of the oil and gas interest and 70.15 percent of the
coal interest in Subject Drilling Unit, and Applicant claims the
right to explore for, develop and produce Coalbed Methane Gas fram
Subject Pormations in Oakwood Unit Number E-26 in Buchanan County,
virginia, which Subject Lands are more particularly described in
Exhibit "A";

17.5. Applicant has drilled the Well on the Subject Drilling Unit at the
location depicted on the plat attached hereto as Exhibit A to develop
the pool of Gas in Subject Pormations;

17.6. The estimated total production from Subject Drilling Unit is 125
to 550 NNCP. The estimated amount of reserves from the Subject
Drilling Unit is 125 to 550 NNCP;

17.7. The Virginia Department of Mines, Ninarals and Energy's Division
of Gas and Oil has heretofore issued Permit Number 3415 for Well CBN-
E26, and said Well was drilled on June 19, 1997;

17.8. Set forth in Exhibit B-3 is the name and last known address of
each Owner or Claimant identified by the Applicant as having or
claiming an interest in the Coalbed Methane Gas in Subject Pormation
in Subject Drilling Unit underlying and comprised of SubjeCt Lands,
who has not, in writing, leased to the Applicant or the Unit Operator
or agreed to voluntarily pool his interests in subject Drilling Unit
for its development. The interests of the Respondents listed in
Exhibit B-3 comprise 29.85 percent of the oil and gas interests and
29.85 percent of the coal interests in Subject Drilling Unity

17.9. Applicant's evidence established that the fair, reasonable and
equitable compensation to be paid to any person in lieu of the right
to participate in the Wells are those options provided in Paragraph 9
above;

17.10. The relief requested and granted is just and reasonable, is
supported by substantial evidence and will afford each person listed
and named in Exhibit B-3 hereto the opportunity to recover or
receive, without unnecessary expense, such person's just and fair
share of the production from Bubject Drilling Unit. The granting of
the Application and relief requested therein will ensure to the
extant possible the greatest ultimate recovery of Coalbed Methane
Gas, prevent or assist in preventing the various types of waste
prohibited by statute and protect or assist in protecting the
correlative rights of all persons in the subject common sources of
supply in the Subject Lande. Therefore, the Board is entering an
Order granting the relief herein set forth.

18. Nailincr Of Order And Piling Of Affidavit: Applicant or its
Attorney shall file an affidavit with the Secretary of the Board within sixty
(60) days after the date of recording of this Order stating that a true and
correct copy of said Order was mailed within seven (7) days from the date of
its receipt to each Respondent named in Exhibit 8-3 pooled by this Order and
whose address is known.



19. Aveilabilitv of Unit Records: The Director shall provide all
perseus not aebject to a lease with reasonable access to all records for
Subject Drilling Unit which are submitted by the Unit Operator to said
Direotor and/or his Inspector(s) .

20. Conclusion: Therefore, the requested relief and all terms and
provisions set forth ibove ba and hereby are granted and IT Is So oRDBRRD.

21. ~s: Appeals of this Order are governed by the provisions of
Va. ~ Ann.. 5 45.1-341.9 which provides that any order or decision of the
Board may be appealed to the appropriate circuit court.

22..Sffective Date: This Order shall be effective on the date of its
execution.

KWS AND EIRCUTSD this 4 day of Narch, 2001, by a majority of the
Virginia Qas and Oil Board.

Chairan, ~R.~lar

DOSS AND PSRPORNSD this /+ day of Narch, 2001, by Order of thisjCg

IZd'
Principal Sxacutive To The Staff
Virginia Qas and Oil Board

STATS OF VIRQXWIA )
COUNTY OF MISS )

Achnowledgmd on this 4 day of Narch, 2001, personally before me a
notary public in and for the ccslssonwealth of virginia, appeared seedy sampler,
being duly sworn did depose end say that he is Chairman of the Virginia Qas
and Oil Board, that he executed tha same and was authorised to do so.

Su'san Q. garrett
Notary Public

Ny coemission expires July 31, 2002
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STATS OF VIRGINIA )
COGNTY OF N)LSEINGTON )

Acknowledged on this /day of march, 2001, personally before me a
notary public in and for the~amonwealth of Virginia, appeared B. R. Wilson,
being duly sworn did depose and say that he is Principal Rxecutive to the
Staff of the Virginia Gas and Oil d, that he execut the same and was
authorised to do so.

i'a~. C2
Mand J. haves /Notary Public

My ccmmission expires September 30, 2001
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VIRGINIA: Bool 520 PACE 750
BEFORE THE VIRGINIA GAS AND OIL BOARD

APPLICANT: BUCHANAN PRODUCTION COMPANY

RELIEF SOUGHT: POOLING OF INTERESTS IN
DRILLINQ UNIT NO. B-26 LOCATED
IM THB OAKMOOD COALBED METHANE GAS
FIELD I PURSUANT TO VA. CODE

$545.1-361.21 AND 45.1-361.22,
FOR THE PRODUCTION OF OCCLUDBD
NATURAL GAS PRODUCED FROM COALBEDS
AND ROCK STRATA ASSOCIATED
THEREWITH (herein collectively
referred to as "Coalbed Methane
Qas" or "Qas")

NUMBER E-26(', j> ubject Drilling Unit" )
D COALBED METHANE QAS FIELD I

GARDEN MAGISTERIAL DISTRICT,
PATTERSON (KIADRANQLE
BUCHANAN COUNTY, VIRGINIA
(the 4Subject Lands" are more
particularly described on Exhibit
"A", attached hereto and made a
part hereof)

) VIRGINIA GAS
) AND OIL BOARD

)
) DOCKET MO.
) 00-1121-0841
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

REPORT OP THE BOARD

FINDINGS AND ORDER

1. Hearinm Date and place: This matter came on for final hearing
before the Virginia Qas and Oil Board (hereafter "Board" ) at 9:00 a.m. on
December 19, 2000, Southwest Virginia Higher Education Center, Campus of
Virginia Highlands Community Collage, Abingdon, Virginia.

2. Appearances: Nark Swartz, Esquire, of Swartz 8 Stump, L.C.,
appeared for the Applicant and the Unit Operator. Sandra Riggs, Assistant
Attorney General, was present to advise the Board.

3. Jurisdiction and Notice: Pursuant to Va. Code $$ 45.1-361.1 et
~se ., the Board finds that it bas jurisdiction over the subject matter. Based
upon the evidence presented by Applicant, the Board also finds that the
Applicant has (1) exercised due diligence in conducting a search of the
reasonably available sources to determine the identity and whereabouts of gas
and oil owners, coal owners, mineral owners and/or potential owners, i.e.,
persons identified by Applicant as having ("Owner" ) or claiming ("Claimant" )
the rights to Coalbed Methane Gas in all coal seams below the Tiller Seam,
including the Upper Seaboard, Greasy Creek, Middle Seaboard, Lower Seaboard,
Upper Horsepen, Middle Horsepen, War Creek, Lower Horsepen, Pocahontas No. 9,
Pocahontas No. 8, Pocahontas Mo. 7, Pocahontas Mo. 6, Pocahontas No. 5,
pocahontas No. 4, Pocahontas No. 3, pocahontas Mo. 2 and various unnamed coal
seams, coalbeds and rock strata associated therewith (hereafter "Subject
Formation" ) in Subject Drilling Unit underlying and comprised of Subject
Lands; (2) represented it has given notice to those parties (hereafter
sonetimes "person(s)" whether referring to individuals, corporations,


